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INTRODUCTION
During the years since World War II, the public
has observed the growth and expansion of many businesses
engaged in marketing consumer goods and services* The
fast growing supermarkets, the large number of service
stations, discount stores of various types and shopping
centers exemplify this expansion*
In recent years there has been concern that too
many gas stations and too many shopping centers are
opening* The number of branch banks opened has caused
similar concern; nationwide, from 1949 to I960, branch
offices of commercial banks increased from fewer than
5,000 to more than 10,000*
As banks broaden the market for their services
by opening additional branches, the certainty of their
success may be lessened* Since location is one of the
chief factors contributing to the success of new branches,
this study has been undertaken to examine some of the




NEED FOR BANKS EXPAJJDS WITH GROWING ECONOMY
Since World War II, the growth in population
at the periphery of major United States cities and In
surrounding suburban areas has been much faster than
within the central cities. The preference of home¬
makers and businesses for suburban sites has brought
with it new demands for services. The pronounced
decentralization is dictating many innovations in re¬
tailing and other merchandising patterns. The fast
growing supermarkets, discount stores of various types,
and shopping centers exemplify this trend, with bank¬
ing participation marked by the increasing number of
modem branch offices.
Greatly increased use of automobiles, in addition
to the absolute growth in population of the country, has
contributed to the expansion of the suburbs. While
automobiles use provides greater mobility and flexibility,
it creates clogged streets leading to and from large
cities and aggravates already congested conditions in
2-
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the downtown sections* As convenient access to the
urban centers becomes increasingly restricted, the con¬
gestion repels people from the downtown business districts*
People react by migrating to the less congested out¬
lying areas. There, new and enlarged business develops,
providing ample parking and other conveniences which
the shifting population prefers*
Residential and commercial decentralization is
Important to the banking industry*. Banks wishing to
participate in the growth of the economy are faced with
expanding their services to meet the needs of widely
dispersed individuals and families as well as commerce
and Industry* To serve the swelling suburban population
suid the new, relocated and branched out businesses,
banks have found it necessary to expand beyound their
downtown quarters*
A study of census data bears out the more rapid
growth of population in the suburban regions of major
metropolitan areas* In a study conducted by the
Federal Reserve Bank of Cleveland, the economic status
of Baltimore, Boston, Cleveland, Detroit, Philadelphia,
PittsbTirgh, and St. Louis was analyzed for the decada
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1950 to i960 on the basis of the urbanized area of each
clty*^
An urbanized area may be defined as containing
at least one city having 50,00 or more population, to¬
gether with the surrounding closely settled communities.
Further analysis of the same representative cities In¬
cluded In the Federal Reserve Study indicates that the
population of the corporate cities declined by at least
1^ to as much as 13^, while that of the urbanized areas
Increased by at least to as much as 29^ from 1950 to
I960. The percentage change for each city Is shown In
Table 1. This pronoimced shift of population to the
suburbs, combined with the so-called "population explosion,"
suggests the extent of the growing demand for services
In the areas lying outside the central cities.
It the same time that the nation's population
has been growing, from 132 million In 1940 to 153 million
In i960, comparative full employment and higher wages
have also prevailed. These have been ma;)or factors In
the growth potential for banking services.
1
Changing Economic Profiles of Selected U.S.
Pities, Federal Reserve Bank of Cleveland, 19^^
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By applying the consumer price Index to personal Income
figures, census data show that real per capita Income
Increased from $596 In 1940 to $1,506 In 1950 and to
$2,247 In I960J
TABLE 1
CHANGE IN POPULATION OP SEVEN UNITED STATES
CITIES PROM 1950 TO I960 (IN PERCENT)
City
fit Id







St, Louis -12 /19
Source:
United States Bureau of the Census, County and
City Data Book. 1962 (A Statistical Abstract Supplement)
Washington: U*S, Government Printing Office, 1962),
a
Table 6, pp. 476-576,
b
Table 4, pp, 456-467,
1
U,S, Bureau of the Census, Statistical Abstract
of the United States, I96I (Washington: U,S, Government
Printing Office, 82nd ed,, 1961), TABLE 411, p, 301,
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As shown by Table 2, 56% of the nation's families
had Incomes of $5»000 and over In 1950; the proportion
Increased to 82^ by the end of I960, Persons who earlier
had no need for banks have become depositors and users
of numerous banking services.
Banks In many areas have come face to face with
the decentralization movement. Boasting a bank's share
of the potential business In the entire area requires
that service be provided for the suburban homemakers and
commuters as well as for persons and businesses located
In the downtown sections.
TjIBLE 2
CHANGE IN LEVEL AND DISTRIBUTION OP
FAMILY INCOME, 1950-1960
Before Tax Income Percentage Distribution of





















U*S. Bureau of the Census, Statistical
Abstract of the United States. 1962 (Washington: U.S,
Government Printing Office, 83rd ed., 1962) Table 444,
p. 33.
The Banks achieving the best results In par¬
ticipating In the expanding market for banking services
have been those which have brought their services to
the doorsteps of more classes of the population. The
medium of branch banking offices has provided an
effective means of reaching a greater segment of the
potential market.
In view of the transformation that banks have
undergone from wholesale to retail type Institutions,
they have been confronted with problems related to
marketing consumer goods and services. The problem of
deciding what additional services are to be provided and
what facilities are needed and where they should be
located have become Increasingly pertinent. As more and
more banks have embarked on branch development programs,
prime areas and choice locations have become Increasingly
difficult to find. It Is the purpose of this study to
examine the numerous factors Involved in establishing
branch banks. In an attempt to develop guidelines which
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may be followed in selecting the best possible locations.
It is intended that the data presented will be of use to
those persons Involved In branch development programs
in evaluating the potential for success of each proposed
office.
The growth in the nation's population and
economy, along with the general development of branch
banking has been discussed in this section. Matters
relating to the establishment of branch bank offices.
Including the requirements set down by regulatory agencies,
economic status of areas to be served, appraisal of need
for additional banking services, deposit growth and earn¬
ings prospects, and other branch location considerations,
will be presented in the sections that follow.
CHAPTER II
CHARTERING AGENCIES AND THEIR REQUIREMENTS
Charters Issued by State and Federal Agencies
The decision to establish a branch banking office
is not left entirely to the bank Itself, Banking is an
industry subject to the supervisory controls of state
and federal government. At some state of the planning
for a new branch, the matter needs to be discussed with
the appropriate banking supervisory authorities.
With our dual banking system, there are two
sources of charters for new banks or for branch offices
of existing banks. Each state has chartering power over
banks existing to conduct business as state chartered
banks within the state. The Comptroller of the Currency
charters national banks irrespective of location within
the country.
However, banks with national charters may
operate branches only as expressly authorized by the
laws of each state,^ By federal law, all national banks
1




are members of the Federal Reserve System and the Federal
Deposit Insurance Corporation, whose regulations are
supervised by the Comptroller of the Currency, State
banks which are Federal Reserve members are supervised
Jointly by the Federal Reserve and the respective state
authorities; non-member state banks are under the Joint
supervision of the F.D.I.C. and state authorities.
Most states allow some degree of branch banking,
California is representative of several states that per¬
mit state-wide branch operations; Illinois is one of the
few states that do not permit any branches, (Jeorgia
and Alabajna are typical of most states, allowing banks
to operate branches in the counties where the main offices
are located.
The time for filing an application with the
chartering agency is a matter of choice for the applicant
banks. Those seeking opinion of the supervisory autho¬
rities regarding the desirability of a proposed branch
location may prefer to submit an application early in
the planning stages of establishing a branch. In some
cases this could prevent the unnecessary expenditure of
considerable time and expense. The authorities may be
aware of certain weaknesses or imdesirable features of
an area which could be revealed to the appllcauit before
-11-
time and money had been wasted on fruitless research.
In a highly competitive situation, an early application
may give an applicant priority in establishing a new
office.
Other banks prefer to submit applications only
after all studies have been made and the decision has
definitely been made to open an office in a particular
location. Provided that the groundwork had been con¬
ducted confidentially, this approach would keep one
bank's interest in a particular location from being re¬
vealed to competitors.
Regulatory Requirements
General.— The establishment of additional bank¬
ing facilities has an impact on many facets of the
economy and business community. Therefore, supervisory
authorities need to consider a multitude of legal,
financial, and economic factors in passing on applications
for new banking facilities. The major classes of these
factors are categorized in this section to show the
nature of the matters needing to be considered in re¬
gulating the growth of this quasi-public industry.
12
Due to differing requirements of state and
federal authorities, the amount and detail of pre¬
liminary work pertaining to the establishment of branches
vary greatly. For example, in Georgia, the state requires
that an application for a branch be supported by evi¬
dence of actual ownership or lease of the specific pro¬
posed site, in addition to a description of the general
location, as required by both state and federal regula¬
tions, As a result, national banks generally need to
spend much less time, effort, and funds than do state
banks in substantiating their requests for establishing
branches. Under these circumstances state banks must
have their research completed and plans ready to proceed
with applied for branches, upon submitting their appli¬
cations, Otherwise, national banks are able to apply
for, and open, banking offices in very nearly the same
locations, sometimes satutatlng the market or otherwise
keeping the state chartered institution from locating
in the area.
Capital requirements,—In their Investigations
the banking authorities usually make it a practice to
look into the condition, strength^ and management of
-13-
the applicant bank before going into detail on the location
of the proposed facility.
All banks applying for permission to establish
branches must meet certain minimum capital requirements.
As the banking authorities will not knowingly permit a
weak bank to spread its weakness by opening additional
branches, the financial condition of each applicant bank
is the first factor the authorities examine in screening
applications for branches.
In those states having minimum capital require¬
ments which are greater than those of the Comptroller
of the Currency, the state minimum prevail, Othenri.se,
the capital required for national banks proposing the
establishment of branches depends on the population of
the community in which each branch is to be located.
Section 5138 of the U,S, Revised Statutes sets #50,000
as the minimum capital required for a branch to be located
where the population is 6,000 or under; in commiinltles
having from 6,000 to 50,000 inhabitants, the minimum is
100,000, and where the population exceeds 50,000, the
minimum capital 200,000,^
1
U,S, Revised Statutes, Section 5138; 12 U,S,
Code 51.
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In Georgia the state capital requirements are lower for
the establishment of branches In communities having up
to 25»000 Inhabitants, equal to the requirements for
national banks In cities having population up to 50,000,
and only noe-half the national requirements for branches
1
In cities of over 50,000 persons.
Past record and management ability,—Provided
that a bank seeking approval for establishing a branch
meets the statutory capital requirements, the supervisory
authorities are next concerned with the past record of
the bank In operating Its single or multiple office
business. Consideration Is given to the experience
which the applicant bank has had In operating on a sound
and profitable basis; this consideration Is made In
relation to the Increased problems and hazards which
would be created by the proposed expansion.
According to several persons actively engaged
In establishing branches and others who examine the con¬
ditions surrounding the applications for branches, banks
with adequate capital and management experienced In
1
Interviews with Executive Officers of two
Atlanta, Georgia banks, and with Federal Reserve and
National Bank Examiners, during 1967,
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opening and operating branches which have been successful
usually have their subsequent applications approved.^
This situation exists, due in many instances to reputation
earned through locating in untapped, prime market areas.
As competition for desirable branch locations increases,
applicants need to be more thorough in their analysis
of potential markets, in supporting applications for
additional banking facilities.
Economic and competitive conditions,—In sub¬
stantiating an application for an additional banking
office, a bank which is qualified on the basis of statu¬
tory requirements and past performance must convince
the supervisor authorities on two primary matters:
(1) that the economy of the trade area shows the need
for, and the strength to support another bank, and (2)
that the new bank will not create competitive conditions
which will injure the new or the existing banks in the
area.
Much of the Information which the supervisory
agencies require the applicant bank to furnish is in¬




management to make the decision on setting up a branch
or branches in certain areas. The state and federal
authorities follow-up on applications by conducting
their own examinations of the market conditions in the
areas of proposed branches. Therefore, applying banks
should include in their applications as much supporting
evidence as possible for each factor pertaining to pre¬
sent and future need for banking services.
Numerous economic factors requiring supporting
data are embodied in the branch application forms
utilized by the several supervisory agencies. Specimen
application forms prescribed by the Comptroller of the
Currency, the Federal Reserve Bank, and the State of
Georgia are contained in the Appendix, Some of the
major factors extracted from the specimen forms are:
1, Population of the area to be served
2, Wealth characteristics of the area as shown
by personal Income, home ownership, and
dollar volxuae of trade
3, Potential business in the area and pro¬
jected volume of deposits and earnings
of the new facility
4, Location and size of competing institutions
in relation to proposed office
Each of these factors and other reasons for establishing
new facilities must be supported by sufficient detailed
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informatlon to demonstrate that there is a definite
need for another bank in the area and that the new bank
will do enough business to be profitable within a reason¬
able period. The detailed data Include such evidence
as maps of the area showing locations of all existing
banking units and distances from the proposed facility.
Other evidence, such as census data showing shifts
and growth In population. Increases In per capita In¬
come, growing payrolls, increased new construction,
expanded and improved transportation, and higher dollar
volume of retail sales, provides the basis for additional
banking business and is justification for the proposed
banking office.
With sufficient conclusive data, the supervisory
authorities can be reasonably well assured that applica¬
tions for new banking offices are based on thorough
market analysis rather than wishful thinking. It is up
to each bank seeking to increase its share of the market
to use all the relevant information available to Insure
approval of applications for branch offices.
CHAPTER III
APPRAISAL OP MARKETS AND SELECTION OP LOCATIONS
Screening and Research Problems
Special situations and methods.—Selecting ideal
locations for branch banks is probably one of the most
challenging and out-of-the ordinary tasks faced by bank
management. Choosing the best possible locations in¬
volves judging the many officers, present customers, and
the public in general. Suggestions for each of these
sources, as well as from merchants, civic organizations,
municipal planning groups, owners of business properties,
realtors, and others interested in the development of
certain areas. Some factions are interested in having
more convenient banking facilities; some want the prestige
a bank contributes to the area, and others look forward
to new business being attracted and property values en¬
hanced.
While some of these branch site suggestions,
based on personal opinion and biased views have certain
merit, the actual selection of branch locations will
best be determined by thorough study of the economy of
-18-
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each area under consideration. There should be Included
in such studies consideration of the marketing policies
and techniques used by the many retail-type firms selling
consumer goods and services,^ Banks depend on the same
customers that the retailers draw to the area, and the
success of those businesses constributes to the potential
for the proposed banking offices.
Part of the challenge in selecting branch sites
is that of properly interpreting information pertaining
to various market areas. Bank management ought not
blindly follow the building of a shopping center by im¬
pulsively establishing a branch office in the same locale.
Additional information concerning the location, size,
type of stores, transportation facilities, and plans for
promoting each shopping center requires study. This in¬
formation regarding one center under consideration must
be weighed against comparable information regarding other
centers in the area.
1
Justus J, DeVries, "Techniques in Selecting
a Branch Site," Savings Bank Journal. Vol, XLII, No,
12, (February, 1962), p, 20,
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Suburban shopping centers are not the only
attractive focal points for branch banking offices, but
they do account for about 50 per cent of those bremches
being opened today,^ Other new branches are being placed
In a variety of locations to meet a variety of conditions.
Where urban renewal projects are under way, new and
improved markets for downtown banking services are de¬
veloping; where streets and highways are being built or
relocated and where public transportation terminals are
being changed, the needs for banking facilities are
changing. Although some situations call for sheer guess¬
work or instinct, the methods used to analyze the usual
suburbsm branch location problems, each of which is
special in certain respects, may be applied to the more
specialized cases.
Sources of market information,—Preceding the
study of the primary factors which determine the re¬
lative merits of alternative branch locations, some dis¬
cussion of the places to which banks refer for market in¬
formation is in the records maintained by banks on their




number, location, and resources of depositors. This
information can be analyzed prior to referring to niunerous
outside sources.
The primary sources of information regarding the
concentration, movement, and wealth characteristics of
our population is the census data compiled by the U,S,
Bureau of the Census, Numerous public and private org¬
anizations assemble census statistics and present them
in forms readily adaptable to banks' use. Included among
these organizations, which also provide additional valu¬
able market research information are:
1, Federal Reserve System
2, American Bankers Association
3, U,S, Department of Labor, Bureau
of Labor Statistics
4, Public Utilities
5* Life Insurance Companies
6, Newspapers
7, Chambers of Commerce
8, Colleges and Universities
9* Trade Organizations
10, Regional Planning Boards
11, Private Statistical and Market Research
Firms
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Primary Factors in Determining Locations
The basic ingredient for a successful branch
bank is the dollar amount of deposits that can be attracted
and held. While banks may have other objectives in es¬
tablishing new branches, the primary objective is to in¬
crease deposits for the institution to use to its best
advantage. The deposits are dependent upon a combination
of factors. Banks seeking additional deposits are con¬
cerned with finding out as much as possible about the
pertinent factors and particularly want to know where
there are persons in sufficient number, holding sufficient
wealth, to provide deposits to support new branches.
The primary factors—population and wealth—will
be treated separately in showing how they are Involved
in the branch location selection process. Determination
of potential deposits and appraisal of competition are
the other significant factors requiring special focus in
evaluating the quality of market areas considered for
branch office locations.
Population Oharacteristics,—One of the basic
problems confronted in deciding where to establish a
branch bank is find out where the people are that would
use a new banking facility. Solution of this problem is
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reached through the study of census data pertaining to
the location, density, and other quantitative features
of population movement.
One of the preliminary steps taken in deciding
in what general area a branch bank should be established
is, plotting on a large map the distribution of population
for the entire metropolitan area. So that one sub-area
can be compared with each other sub-area under considera¬
tion, it is preferable to have each census tract out¬
lined and identified on the basic map and all other maps
to be used. As census tracts are small geographical
sub-divisions that remain constant in size, they also
permit comparisons to be made between one census and the
next. Another refinement that may be made to the maps
is to show which sections are zoned for residential,
commercial, or industrial use and which are reserved for
parks, public institutions, or are otherwise unalloted,^
With the maps clearly indicating these classifications,
it can be determined how intensively each type of pro¬
perty is being utilized, while land remaining available
for development, and that which is not available or is
unsuitable for development, is identified.
1
"Factors in Placing a Branch Bank," Banking
(July, 1956), p. 118,
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Once the population, based on the latest decennial
census (i960 for example). Is recorded on the foundation
map, one of the next steps to be taken Is to determine
how the population of the entire metropolitan area has
been changing. This may be done by plotting on similar
maps population data from the previous census, and the
one before that, thereby showing changes over each of
two ten year Intervals and for the entire twenty year
period. Prom use of this method, definite trends can be
recognized. Indicating which areas are growing, which
are declining In population, Chase Manhattan Bank Is one
of many banks that use this system of showing various
types of census Information on a series of maps In eval¬
uating changing branch banking needs,^
Projections of the rate of change In population
from one census to the next can be made In order to es¬
timate the future population for the entire area or for
the localized areas which appear to be most promising.
Population estimates for the same areas during the current
year and for each year between the latest and the next
decennial census can be obtained with the aid of specia¬
lized studies, such as those conducted by utility
1
"Planning a New Branch," Banking (December^
1961), p. 45,
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companies, Because of the complications connected with
increasing utility service capacity, the utilities need
to carefully consider population growth and movements;
their estimates have therefore become recognized for re¬
liability.
Census data may also be upgraded by referring
to indicators of population movements such as phone in¬
stallations, building permits issued, and school enroll¬
ment figures. Census data are also available regarding
the age, sex, race, nationality and family status of the
population, as well as the several economic status
classifications, in case it is desirable for one or more
of these to be similarly plotted on a series of maps.
After a sufficient number of population character¬
istics have been Illustrated on the proper maps, compari¬
son of the maps should show that certain areas havei had
the largest absolute increase or the greatest percentage
Increase in population. It is these areas which are the
most likely to be able to support additional banking
facilities provided that the present population is adequ¬
ate, or the estimated population for the near future,
l,e., 2 to 3 years will be adequate.
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At this stage of branch planning, an extensive
tour should be made of the areas which the study of
population indicated would be the most desirable for new
branches. This should be handled by persons experienced
in appraising market for branches, such a tour would
enable the appraiser to learn about the general character
of the areas. For one thing, if the matter had not al¬
ready been resolved, particular neighborhoods, and
possibly specific branch sites, could be viewed and pre¬
liminary steps for the acquisition of the property could
be taken.
Once a particular neighborhood or specific
location is considered, the potential of the location
can be further evaluated by making additional tests of
population figures. The trade area is normally con¬
sidered as that area from which deposits would be at¬
tracted to the proposed bank. One method of describing
the trade area is to use the proposed branch as a center
and draw circles on the map at distances of one-half
1
mile, one mile, two miles and as far desired.
1
Interview with Mr, John McIntyre, Vice-President,
Branch Administration, The Citizen and Southern Bank
Oo,, (June, 1967),
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The population within each circle may then be
determined from the map to show how densely populated
the bank's trade area will be in the future. According
to one bank officer who is in charge of a very large
branch system, there is no absolute population figures
which is considered essential for the support of a par¬
ticular branch. Various reasons account for his opinion,
including the fact that in a metropolitan area there is
considerable overlap of trade areas. Another reason is
the great difference in wealth that may exist between
two suburbs of a metropolitan area.
The quantitative measurements of population are
of considerable Importance in analyzing market are^^s for
branch banks. Even greater value may be derived from
population figures when combined with economic factors
such as income, home ownership, and other indicators of
the areas linder consideration,
Wealth Characteristics.—The wealth of an area is
of particular interest to banks considering establishing
new banking facilities. In a large metropolitan area,
the Interest needs to take into accovint the wealth of
each localized area in relation to each other similar
area and in relation to the economic status of the total
-28-
metropolltan commimity. The evaluation of one locality
as the best available location for a branch needs to be
based on a comparative study of all potentially attract¬
ive localities. The comparison on the basis of wealth
Is one more means of rating the merits of areas that
could serve as potential localities for additional
branches.
Certain characteristics cf wealth lend themselves
to classification and measurement In ways similar to
those used In studying population. Some of the more
commonly used Indicators of the wealth of an area com¬
piled along with other census data Include;








2, Valuation of retail Inventories (by type
of store)
3, Bnployment levels
a. By type of occupation
b. By type of Industry
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Evaluatlng the wealth of each area under consideration
involves studying these measurements and plotting them
on the series of maps used for the Illustration of other
census data.
According to one authority on the quality of
branch locations, medium high income levels will generally
produce more banking customers than those with either the
very highest or the sub-medium rankings.^ This opinion
may be justified by the fact that not many persons in
the highest rank have their banking done by the head of
the household at the main office of a bank near his place
of employment. As branches are being opened in the
wealthier suburban areas, it is likely that more of a
family's banking will be conducted in the branch nearest
home or in the area where other shopping is done.
In addition to comparing the present economic
status of one prospective area with others in the locality,
housing starts in each of the preceding five to ten years
and the building permits Issued during the current year
provide an Indication of the appreciation or depreciation
taking place in the wealth status of each commimity.
1
Loc, clt.. Banking (July, 1956), p, 36,
-30-
The direction In which, retail is headed is another
element to be considered in appraising the wealth of
the communities being studied. It is through considera¬
tion of several of the economic Indicators mentioned
that definite reflections of the wealth of each area may
be discerned. These results supply some qualitative
substance to be one dimensional feature of population
statistics,
Oompetition.—Although the appraisal of a market
for banking services would appeal to be complete when
the trade area had been analyzed on the basis of
population and wealth characteristics, the effects of
competition also require consideration.
In areas where banks are attracting customers
from neighboring trade areas, it is an Indication that
convenient banking facilities may be lacking in those
areas. It is therefore important that planners of new
branch offices be aware of the exact locations of all
competing banks and of the distances between all branches.
Knowing the location of all competition is
Important because of the regard that bank customers
have for convenience in their dealings with banks.
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Banklng of the type normally conducted by customers in
suburban areas has become a convenience-type transaction,
similar to grocery shopping or purchases made at hard¬
ware or drug stores. Market research authorities in¬
dicate that businesses providing convenience-type goods
and services have these limitations:^
1. Customers are attracted for a maximum
of (a) one mile, or (b) half-way to the
nearest competition, or (c) six minutes
driving time;
2. Drawing power between two trading centers,
other attractions such as newness and
ease of parking being equal, varies (a)
in proportion to total retail floor space
and (b) Inversely in proportion to the
square of the distance or driving time.
Persons engaged in planning branch offices can make
use of these time and distance limitations in estimating
the extent of the trading areas competing branches can
expect to draw from the market.
So that the locations of all competitors may be
readily referred to, it is desirable to plot them on the
series map used for the population and wealth data. Re¬
lating the location of competitive banking offices to the
1
Spencer A, Weart, "Developing Shopping Center
Branches," Burroughs Clearing House, XXXXII (June, 1963),
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population and wealth factors plotted on the system of
maps provides readily the information which shows where
new hanking facilities may he most strategically located.
The establishment of new branches may be for de¬
fensive or offensive purposes,^ In those situations
where competitors are luring existing customers away be¬
cause of more conveniently located banking facilities,
the establishment of a branch nearer the customers
would accomplish the defensive purpose of retaining those
customers; they might otherwise be attracted to the com¬
petitor’s offices. Where the population and wealth
studies Indicate the presence of areas having relatively
high economic levels, and the available business has not
been absorbed by other banks, the establishment of
branches is an offensive measure for the purpose of
obtaining additional business.
Where two or more institutions are participants
in the market for banking services, the grcss amount of
available business is competed for by the existing banks
as well as by a new entrant into the market. Branch




branch will obtain enough of the available business to
support profitable operation within a reasonable period
of time.
The determination of the potential business a
newly established banking facility is likely to obtain
involves comparison of the services and conveniences
offered by the new facility with those offered by com¬
petitors. If competitors have drlve-ln facilities, the
new branch should have comparable facilities; parking
accomodations of competitors also need to be matched.
The range of types of deposit accounts offered by the
newest entrant into the local market needs to be as com¬
plete as that available at the branches of the competing
institutions. The same applies to the availability of
various types of credit.
Competition for the available banking business
depends on certain conditions other than those which are
demonstrated statistically and graphically. The share
of business obtained may be affected by the differences
in policies and practices regarding personal contact
work; one bank’s personnel may actively call on prospects,,
while a competitor’s does not. In many instances, the
-34-
personal call technique Increases business by attracting
more prospects from the Immediate vicinity of a branch
and from the fringes of the trade area or even from
adjacent trade areas. The amount and type of advertising
done to promote a specific branch, and the entire In-
stltutlon^ Is another means of overcoming the attraction
of other banks competing In the market.
In estimating the potential business available
to a new branch, these competitive conditions existing
In the market need to be given as much attention as that
given to the effects of population and wealth of the
market area. While the emphasis In this discussion of
competition has centered around commercial banks, other
Institutions such as savings banks, savings and loan
associations, finance companies, and Insurance companies
operating In the vicinity provide additional competition.
Due to the specialized nature of their businesses, they
compete In limited phases of a commercial bank's business.
The effect each institution has on the potential business
of a trade area needs to be considered by persons engaged
In planning new branch offices.
Deposits,—Oommerclal banks must attract and hold
deposits in order to provide an adequate supply of funds
-35-
in the various credit markets in which they participate.
Because deposits provide hanks with the where with all
to perform their basic functions, developing reliable
sources of deposits is an Important matter. With the
shifts in population and industry that have been occuring,
the medium of branch banking has become increasingly
important in the accumulation of deposits,
A major problem in opening branch banks is
locating them where they will bring in the maximum amount
of deposits. Solving this problem entails determining
what factors deposits depend on and where those factors
exist in adequate amo^Ults and in proper combinations.
As discussed in preceding sections, the primary factors—
population and wealth—determine deposit potential, and
another factor—competition—Influences the distribution
of potential deposits.
Some figures on dollars of deposits per capita
for selected periods suggest the trend in potential
deposits. As of 1950, our nation's population was ap¬
proximately 153 million persons, and total bank deposits
were |146,5 billion, or about $950 per capita. By I960,
population had Increased to 180 million and deposits
-36-
reached $220.8 billion, or nearly |1,200 per capita.
The 1950, 1955, and i960 deposits are shown in greater
detail in Table 3.
TABLE 3
DEMAED AED TIME DEPOSITS, ALL BAEKS,




Demand deposits 91.3 109,4 117.^
Per Capita 585 644 636
Time deposits 55.2 74.4 103.4
Per Capita 354 438 560
TOTAL DEPOSITS i46,5 935 183.8 1082 220,8 1196
Source:
U.S, Bureau of the Census, Statistical Abstract
of the United States. 1962 (Washington; U.S, Government
Printing Office, 83rd ed., 1962), Table 575, p. 445,
Deposit potential is composed of the total dollar
amount of commercial, savings, and other types of deposits
available in a limited region. For a specified trade area,
the deposit potential can be estimated by referring to
the known number of Inhabitants that receive known levels
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of income. Multiplying the number having each level of
Income by the average deposits for that income group in
the area; simple addition of the totals for all groups
results in the aggregate deposit potential for the area.
A recent study shows that persons earning under $3f000
annually have average savings deposits of $360 and average
checking accounts of $190; for persons having incomes be¬
tween $3f000 and $4,999* the average deposits are $480
and $270; and those with incomes over $5,000 have savings
and checking deposits of $880 and $590 respectively.^
Additional evidence of how deposits are related to in¬
come has been developed jointly by the Federal Reserve's
Board of Governors and the University of Michigan's Survey
2
Research Center in their "Survey of Consumer Finances.
Table 4 shows the percentage of consumers within several
income brackets that hold various deposit balances; for
example, nineteen percent of those persons having incomes
of $5,000 and over maintain from $500 to $1,999 in both
1
Spencer A. Weart, "A Method of Finding an Area's




checklng and savings accounts in one particular area, or
in comparing the potential offered by several areas being
considered for prospective branch locations.
Banks with branches which have been operating in
other areas having comparable population and wealth
characteristics can estimate the deposits that a new
branch will obtain.
TABLE 4
TYPE AND SIZE OP ASSET HOLDING WITHIN INCOME GROUPS
(PERCENT OP SPENDING UNITS)
















None 77 66 50 35
$1-0499 7 17 24 24
$500-01,999 8 8 17 19
$2,000 and over 8 9 9 22
TOTAL . 100 100 100 100
CHECKING ACCOUNTS
None 75 68 57 27
$1-0499 18 19 30 46
$500-01,999 6 12 11 19
$2,000 and over 1 1 2 8
TOTAL . 100 100 100 100
Source:
Pederal Reserve Bulletin. XLII, (June, 1956),
Table 9
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Thls is done by referring to the experience of those
branches with a given economic level in two or more com¬
parable areas, the bank can expect approximately the
same number of depositors carrying approximately the same
size balances to become customers of the new branch. In
addition to the potential deposits of individuals, the
deposits of various commercial and professional customers
are Important to the success of a new branch. Once the
number and size of such enterprises in the trade area
are known, average balances for each can be determined,
based on Standard Census Bureau classifications,^ The
deposits of other types of businesses and institutions
are generally best determined by personal interviews with
officials of those organizations, Frequently, other con¬
siderations such as size of the bank, home office or
parent company connections, company policies, or personal
associations determine where accounts will be maintained
and the size balances that will be carried.
Information about the location of present customers
and the size of their deposit balances, by type, can be
1
Weart, loc, cit., "A Method of Finding and Area's
Deposit Potential," p, 126.
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used as an additional means of forecasting deposits that
will accrue to a new branch.
By considering prior operating experience, lend¬
ing and investment policies, and money market conditions,
the return that can be realized on each type of deposit
can be estimated with reasonable accuracy. Accurate fore¬
casts of deposits make accurate estimates of annual
earnings possible; prior experience in comparable branches
provides operating expense figures which may be applied
to newly opened branches. It can be seen then that fore¬
casting profitability for the first, second, third and
later years of operation depends on the deposit levels
that can be anticipated. No attempt is being made in this
study to determine a universal deposit level necessary
to break-even point or for various hypothetical profit
levels. While some authorities suggest that to break¬
even, at least $1,000,000 in demand deposits and $2,000,000
in time deposits would be necessary. Many factors such
as the investment in premises, tax rate, account activity,
and prevailing interest rates could cause wide variance
in the requirements. Local conditions and individual
situations combine to determine the amount of deposits
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needed to support the profitable operation of each bank.
These matters pertaining to the deposit potential of
proposed banking offices are meant to be representative
of the forces requiring analysis in determining the best
locations for branch banking offices.
Selection of Specific Sites.—The study of markets
for banking services is the study of the capabilities that
areas have for supporting banking offices. An integral
part of determining •which areas -will best support new
branch banks is the appraisal of specific sites for those
branches,
Basic among the factors affecting the desir¬
ability of branch locations is convenience. The public
has come to expect, if not demand, convenience in the
products they buy and the services they receive. This
phase of consumer attitudes and behavior is a problem
which bank management is confronted with in plaolng new
branch offices where they 'will enjoy maximum customer
patronage. Numerous surveys conducted by an Atlanta,
Georgia bank, which operates one of the largest branch
networks in the nation, have consistently indicated that
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convenience is the predominant reason given by customers
for opening accounts in particular branches of the bank.^
The usual banking transaction has become one of
the convenience-type services normally taken care of
while doing other shopping or on a stop enroute to or from
work. Other industries marketing consumer goods and
services have located their outlets where they will bene¬
fit from many people seeking several of the convenience-
type items while doing one-stop shopping. This practice
has resulted in placing several stores close to each
other; concentration of this type has provided a focal
point in suburban areas similar to that of the downtown
section of entirely independent cities and towns. Having
little drawing power of their own banks need to be at the
focal point of shopping activity in order to benefit from
the drawing power generated by the other businesses.
The sl^e of a retail trade complex has a direct
bearing on the drawing power it will generate. The size
of the shopping center and the number and types of stores
contained determine whether or not the identity as the
trading focal point can be established. One authority




shopping centers to support commercial banks and has
developed these classifications:^
1, A regional center, covering over 400,000
square feet of floor space and containing
a major department store, in addition to
a range of other stores, is a desirable
location for at least one bank;
2, A community center, covering 100,000 to
less than 400,000 square feet of floor space,
containing a major variety store, offers
fair prospects for one bank;
3« A neighborhood center, under 100,000
square feet of floor space, containing
only one supermarket and one drugstore,
is questionable as a location for a
branch of a commercial bank.
The smaller centers are the ones, banks are most fre¬
quently requested to enter. The questionable ability
for small centers to serve as the area's focal point
requires that utmost care be shown in appraising their
qualifications as likely locations for branch banks.
The stores of a shopping center, and particularly
branch banks, need to be conveniently located to allow
easy access to the maximum number of potential customers.
Accessibility is maximized if the center is located where
two main thoroughfares intersect, allowing the greatest
number of persons to reach the area by either automobile
1
Weart, loc. cit.« "Developing Shopping Center
Branches," p. 32.
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or public transportation. Convenience for persons using
automobiles means having adequate parking adjacent to the
stores, and bank, or having conveniently located drive-
in facilities. Having the bank located as close as pos¬
sible to a bus stop provides the desired convenient access
to banking facilities for persons using public trantport-
ation. In this connection, the traffic volume and patterns,
and the frequency and routing of public conveyances need
to be studied. Police and highway department surveys and
those conducted by private organizations provide the
necessary traffic data. Consideration also needs to be
given to those traffic arteries that are being planned to
facilitate the flow of traffic, as well as to rivers,
ravines, railroads, and other traffic barriers.
Within a group of stores, certain locations for
branch banks are preferred. To take advantage of the
greatest pedestrian traffic, being located adjacent to,
or nearly, a restaurant, supermarket, or department store
is desirable. These retail establishments enjoy the
maximum foot traffic and would attract customers past a
banking office located on the same side of the street.
While there is an infinite number of factors
having some bearing on the choice of specific sites for
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for branch banks, this discussion has been limited to a
few of the more Important ones. Before specific sites
are actually selected, other features to be considered
include availability of buildings or lots, room for ex¬
pansion, desirability of neighboring businesses, municipal
zoning, plans for future development, vacancy rates,
traffic congestion, and terms of lease agreements. It is
necessary to make as complete an analysis of each con¬
tributing factor as can be economically and practicably
carried out in screening all locations for the most des¬
irable sites for branch offices. Careful selection will
be needed to satisfy supervisory agency requirements and




Commercial banking in the years since World
War II has broadened its scope of operation to meet
new and changing demands growing out of our expanding
economy. Population has been growing rapidly, princip¬
ally in suburban areas and surrounding communities.
Combined with Increasing population, there has been sub¬
stantial advancement in wage levels and improvement in
living standards. To share in the economic growth,
banks have needed to make their services available to
more classes of the population in more areas through
the medium of branch banking.
The success of branch banks depends on the
ability of each office to attract and hold sufficient
business to sustain profitable operation. Success of
a branch may be reflected in terms of each office gen¬
erating Income in excess of its own expenses, or it.
may be reflected in the deposits it makes available to
the institution as a whole. In the latter case, the
branch's contribution would be those deposits which may
not have been available to the bank if the branch did
-46-
-47-
no t exist. The funds made available would be employed
in the manner most profitable to the entire bank.
The ability of a branch to attract ample business
depends on being located where the best market for bank¬
ing services exists. The selection of locations requires
comprehensive study of the economic and market conditions
existing in the areas of each contemplated office. It
is not simply a matter of opening for business at any
available location and waiting for customers to come.
Due to the quasi-public nature of banking, and the long¬
term commitments that banks enter into, the success of
each proposed banking office needs to be reasonably as¬
sured before the facilities are put in place.
Each bank, seeking to broaden its market in order
to Improve its profit position, needs to analyze the
factors which affect the desirability of locations for
contemplated branches. The techniques of market research
can be be applied to the appraisal of markets for banking
services in selecting the locations with the greatest
potential. More specifically, an entire metropolitan
area can be examined to show where the best markets exist,
and each market area may be compared with each other area
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in determining the best location for each proposed branch
office.
The primary factors contributing to the success
of branch banks are the population, wealth, deposit
potential, and competitive characteristics of the areas
under consideration. Census data are the basic source
of market information which can be analyzed to show the
density, the movement and trends in population for speci¬
fied areas over given periods of time, Wealth character¬
istics including per capita or family income, rental
values, real estate valuations and inventory levels are
also available from census data and serve as additional
indicators of the economic status of areas being con¬
sidered, These qualified characteristics can be best
utilized by plotting the pertinent data on maps of the
regions and localized areas being appraised for banking
potential. By using data which are statistically com¬
parable, such as that based on standard census tracts,
the comparative quality of various market areas can be
appraised. Superimposing one favorable factor, such as
high median Income, on another, such as dense population,
by using census tract maps with transparent overlays is
an effective means of showing which areas are best for
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branch locations. The purpose of analyzing market areas
is to determine which areas are most able to support
proposed branch offices. The population and wealth data
become meaningful when translated into potential dollar
amount of deposits that each area will provide. Each
bank is primarily Interested in knowing how much in
deposits will accrue to each bank being proposed for
those areas showing the best potential. The pre-determi¬
nation of deposit levels is accomplished through the
application of prior experience of banks in the region
in opening and operating other branch offices. The known
deposit averages, by type, based on operating experience
provides the basis for estimating deposits for proposed
branches. These estimates can be refined by applying
the average deposit figures for each income level that
have been determined through Federal Reserve studies.
Estimating potential deposits for proposed branches
needs to be done in reference to the effects of competition
in each market area. It is necessary to be aware of the
location of, and services being offered by, each competing
institution in the area. If the appraisal of the market
area, based on thorough analysis of the population, wealth,
and deposit characteristics demonstrates that there is
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ample 'business for existing banks in the area and for
an additional office, the need for the proposed branch
is demonstrated. This need must be established in order
to substantiate requests for supervisory approval for
establishing additional branches. The federal and state
authorities wish to prevent excessive competition which
would have harmful effects on banks serving a market area.
Once the proper market area has been chosen, a
bank's position is further Improved by the careful
selection of a specific site for a planned branch. The
primary concern is to locate the facility where it will
be most convenient for a complex of stores containing
sufficient units of adequate size to qualify as the focal
point of consumer activity in the market area, A shop¬
ping center located at the intersection of two main
thoroughfares makes it possible for the greatest number
of persons to have access to the point. Within the
shopping center, a branch needs to be located near a
store or stores having the greatest drawing power, such
as department stores, super-markets, and restaurants;
adequate and convenient parking also needs to be provided.
The factors discussed in this paper are to be
representative of the important matters requiring
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consideration in the selection of locations for branch
banking offices. Numerous other important matters also
require careful study in choosing the best locations.
Making use of all data pertaining to the selection of
locations can play an important part in assuring the
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TO THE SUPERINTENDENT OF BANKS:
Re; Application for Approval and Permit
to Establish Bank Office or Facility,
Filed by:
Name of Bank Street Address City
Pursuant to Article I of the Banking Law of Georgia as the
same is codified in Chapter 13-2 of the Code of Georgia
(Code Sec. 13-203,1) relating to the establishment of bank
facilities in this state, application is hereby made for
written consent of the Superintendent of Banks to the
establishment and maintenance of a bank office or bank
facility, as the case may be, at;
Name of Proposed Bank Office or Facility
Street Address
City
The general character and type of business to be conducted at
the proposed new bank office will be that of a state bank,
with general banking powers granted under its charter and
more fully defined under Section 1, (13-1801) Article 1? of
the State Banking Law,
In support of this application, we submit the attached in¬
formation relevant to the following factors: (1) The
financial history and condition of the bank; (2) The adequacy
of its capital; (3) The future earnings prospects; (4)
The general character of its management; (5) The convenience
and needs of the community to be served by the prapas^^d new
bank office; (6) Resolution and certificate of directors
of applicant bank.
We attach hereto investigation fee of #350,00 as required
by Regulation VI of the Department of Banking,
Signed: ____________________________
President or Vice President
Cashier
(1) FIMGIAL HISTORY AHD OOHDITION
A Statement of assets and liabilities of the applicant bank
as of the date of this application is as follows:
The following is a detailed description of the premises to
be occupied by the proposed bank office. It includes name
of owner and annual rental, if by lease; date of construction,
original cost, price to be paid and from any contemplated
drive-in and parking arrangements;
List name and address of the main office and each existing
bank office and total amount of deposits of each bank office
and distance of each from the location of the proposed new
bank office as of the date of this application:
The following is a statement of the estimated cost of
furniture, fixtures and equipment; vault, vault door, vault
ventilator, safe, safe-deposit boxes, counters, cages, night
depository, air-conditioning and heating system and drive-
in facilities;
Depreciation and amortization of fixed assets will be taken
as follows;
Bank Building ^ ^ per annum.
Leasehold improvements per annum.
Furniture and fixtures per annum.
1.
(2) ADEQUACY OP CAPITAL STRUCTURE,
The capital structure of the applicant banlc as of the date
of this application is as follows:




Other segregations of the Capital Account
Total Capital Structure
It is contemplated that the capital structure of the
applicant bank will be increased prior to beginning of
operations of the proposed bank office as follows:
Would additional capital be supplied if this were made a
condition to approval of this application?
It is estimated that after the beginning of business the
proposed new bank office will attain a normal deposit
volume at the end of the first three years as follows:
One Year Two Years Three Years
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(3) FUTURE EARRINGS PROSPECTS.
The following is a statement of the current operating
earnings and expenses of the applicant bank for the last














Interest on time and
savings deposits,...
Interest and discount on
borrowings
Salaries and wages.






There follows an estimated statement of current operating
earnings and expenses for the first twelve months
















Interest on time and
savings deposits,,.
Interest and discount on
borrowings
Salaries and wages,,





It is the opinion of the undersigned that the earnings
of the proposed new bank office will be sufficient
within after commencement of
business to cover current operating expenses, losses
and charge-offs and to justify the operation of the
proposed new bank office.
(4) GMEEIAL CHARACTER OP MANAGEMENT,
The following Is a list of the Advisory Board (or local
Director) of the applicant bank:
Annual Par value oi
Name, address and occupation Age Title Salary Stock owned
The following is a list of the Officers of the proposed
new bank office and a brief statement of his duties and
responsibilities in connection with the operation of the
proposed bank office;
Name Title
Annual Par value of
Salary Stock owned
The officers of the
following authority
loans and extending
proposed bank office will have the
in connection with the granting of
credit:
A brief summary of the supervision and control which will
be exercised by the management of the applicant bank over
activities of the proposed bank office is as follows;
A statement relative to the duties and responsibilities
of the Loan Committee of the proposed bank office is as
follows;
A statement relative to the duties and responsibilities
of the Investment Committee of the proposed bank office
is as follows;
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(5) CONVENIENCE AND NEEDS OP COl-IMUNITY,
The following is a list of existing banks, branches of
banks, bank offices or bank facilities located in the
same city or town as the proposed bank office or bank
facility, as the case may be, and existing banks, branches
of banks,' bank offices and bank facilities located within
a radius of twenty-five miles of the proposed bank office
or bank facility;
Name of Bank, Branch or Approximate Distance fro
Bank Office Location Deposits proposed Ban
Population of the city in which the proposed bank office
is to be established at the last census • Present
estimate • Population of the trade area to be
served by the proposed bank office • Population of
the county in which the proposed bank office is to be
located at last census • Present estimate •
Describe approximate geographical boundaries of the service
area of the proposed bank office and submit information
on the economic character of that area, such asi residence
ownership, shopping centers, employment, types of employ¬
ment, payrolls, industries, agricultural and prospective
population and business growth, etc.
Major types of demand for loans the proposed bank office
expects to serve:
Submit any other information to support the opinion that
the public need and advantage will be promoted by the
establishment of the proposed bank office.
The following is a statement relevant to the need for a
banking facility or additional banking facilities, as
the case may be, in the community where the proposed bank
office is to be located, giving particular consideration
to the adequacy of existing banking facilities and the
need for further banking facilities in the locality;
(6) RESOLUTION AND CERTIFICATE OP DIRECTORS,
There is submitted herewith, certified copy of a resolution
adopted by the Board of Directors of the applicant bank
authorizing the establishment of the proposed bank office
or bank facility, as the case may be, and the filing of an
application with the Superintendent of Banks for his consent
to establish a bank office or facility at
pursuant to the I960 Act of the General Assembly, (H,B*
712) amending Article I of the Banking Law of Georgia as the
same is codified in Chapter 13-2 of the Code of Georgia,
(If a facility is to be established, the resolution should
indicate the general character and scope of its proposed
activities,)
The undersigned Director of the applicant bank do hereby
certify that they have read this application and all state¬
ments and information contained therein and that said
statements and information are true and correct to the best
of their knowledge and belief and are submitted for the
purpose of including the Superintendent of Banks to grant
his approval to the establishment of a bank office as
proposed in this application
Name Address
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13-203.1» Bank Offices and Bank Facilities.
(a) A parent bank or a branch bank may, upon obtaining
approval and permit from the Superintendent of Banks,
establish and operate a bank office or offices within
the particular city, town, or village in which said
parent bank or branch bank is situated.
(b) A parent bank or a branch bank may, upon obtaining
approval and a penult from the Superintendent of Banks,
establish and operate a bank facility or facilities
within the particular city, town, or village in which
said parent bank or branch bank is situated.
(c) Application for a permit to establish either a bank
office or a bank facility shall be made to the
Superintendent of Banks in such form as he may prescribe
by regulation from time to time. The Superintendent
of Banks shall exercise his discretion in his con¬
sideration of the application, but the Superintedent
of Banks shall not approve the application until he
has ascertained to his satisfaction that the public
need and advantage will be promoted by the establish¬
ment of the proposed bank office or bank facility
according to the same criteria of examination and
determination provided in Section 13-905 of the Code
of Georgia (Section 4-a of Article VIII of the Banking
Law of Georgia). Without limitation on the foregoing
and in furtherance thereof, the Superintendent of
Banks may approve with respect to any future official
U.S. Census, not more than one of either a bank
office or bank facility for each population unit of
40,000 or any fraction thereof, according to the
I960 official U.S. Census or any future official
U.S. Census for any parent bank or branch bank;
Provided, nevertheless, that this limitation shall
not apply to parent banks or branch banks in muni¬
cipalities with a population of more than 80,000
according to the I960 official U.S. Census or any
future official U.S, Census. The Superintendent
of Banks may in his discretion, to accommodate the
public need and advantage of each locality, consider
an application for a bank office as an application
for a bank facility, or vice versa, and he may, in
the exercise of his discretion to accommodate the
public need and advantage, determine the amount of
funds which may be committed for the construction
of each bank office or bank facility, whether by
outright expenditure or by long-term lease contract,
creation of, or utilization of, a real estate
holding company. Within 90 days after the filing
of an application for a permit to establish a bank
office or bank facility, the Superintendent of
Banks shall issue under his hand and seal a certi¬
ficate approving or disapproving the application
for a permit, which determination shall be final
as to that application.
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(d) All bank offices and bank facilities, as herein
defined, already lawfully established in certain
cities, shall not be required to apply for the
permit herein-above required to continue the present
operations already established.
Note: The approval of an application to establish a bank
office or facility, as the case may be, will be
effective for a period of six months from date of
the certificate of approval by the Superintendent
of Banks, and will expire at that time unless an
extension of time has been granted by the Superin¬
tendent of Banks,
